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1929

GROSS SALES ...................................................................................

$7,184,949.55

LESS: Freight, Discount and Charges to Sales...............................

470,561.18

NET SALES ........................................................................

$6,714,388.37

COST OF GOODS SOLD:
Cost of Goods Sold—Before Depreciation.................................... $4,913,184.14
Depreciation of Plant......................................................................

298,375.30

TOTAL COST OF GOODS SOLD....................................

5,211,559.44

GROSS OPERATING INCOME.......................................................

$1,502,828.93

LESS: Selling and Administrative Expenses..................................

401,704.18

NET OPERATING IN C O M E ...........................................................

$1,101,124.75

ADD: Other Income ..........................................................................

116,062.70

TOTAL INCOME FOR THE Y E A R ..............................

$1,217,187.45

LESS: Bond Interest..........................................................................$ 161,139.02
Other Interest ........................................................................

52,674.24

Other Charges Against Income...........................................

73,856.25

TOTAL DEDUCTIONS FROM INCOME........................

287,669.51

NET INCOME FOR THE Y E A R .....................................................

$ 929,517.94

PROFIT AND LOSS CHARGES:
Passamaquoddy Stumpage Charged O ff......................................$

94,898.66

Unusual and Non-Recurring Charges...........................................

152,332.76

TOTAL PROFIT AND LOSS CHARGES.....................

247,231.42

NET INCOME CARRIED TO SURPLUS......................................

$ 682,286.52

SURPLUS—JANUARY 1, 1929 .......................................................$1,849,501.21
LESS: 1929 Surplus Adjustments.....................................................

401,912.10

SURPLUS—DECEMBER 31. 1929...................................................

1,-147,589.11
$2,129,875.63

CERTIFICATE:
We have examined the books of account and records of the Eastern Manufacturing Com
pany and its subsidiaries, and prepared therefrom the foregoing statement, which, in our opinion,
correctly reflects the operations for the year ended December 31, 1929.
MILLER, FRANKLIN AND COMPANY, INC.

February 12, 1930.

To the Stockholders of Eastern Manufacturing C om pany:
Y our Company did a very good volum e o f business in 1929 as a whole, although in com m on with business
in general it diminished during the latter part o f the year. Pulp prices averaged som ewhat low er than in the
previous year. Paper prices suffered no particular reduction, but costs w ere increased appreciably by further
im provement in the quality of specific grades which w as forced by extrem ely com petitive market conditions
encountered. These conditions are due quite largely to a tremendous increase in the low cost production on
the Pacific coast. In spite of these unfavorable factors the “ Net Incom e for the Y ear” was very satisfactory
as you w ill note from Operating Statement included herewith. It is equivalent to approxim ately $8.75 per
share of Common Stock after setting aside the dividend requirem ents of the Preferred Stock.
During the year, the voluntary capital reorganization o f the M assachusetts Company was consummated,
and on November 1, 1929, all of its assets and liabilities w ere transferred to a new Maine corporation of the
same name. On Decem ber 31, 1929, the principal subsidiary— Lincoln Pulpw ood Company— was abandoned and
its business merged with that of the parent company. Both o f these steps tend toward the simplification of
the corporate structure and result in operating econom ies. During 1930 w e hope to com plete the program by
the final elim ination o f the Liberty Paper Company and other subsidiaries.
In line with policy set forth in my letter to Stockholders under date o f July 19, 1929, approxim ately
$1,000,000 has been spent upon the plants in the accom plishm ent o f a much needed general im provement and
rehabilitation as w ell as an increase of some 25% in the capacity for pulp production. The results o f these
expenditures are very gratifying and place the Com pany in a position to maintain its place in the industry
with an increased volum e o f business. Relatively little benefit of the increased pulp production capacity was
realized in 1929, but it w ill be apparent in 1930.
Due to above expenditures plus the cash consum ed in building up additional inventory o f raw materials—
necessary to provide for increased production rate— and payment o f dividends on the Preferred Stock, cash
on hand at the end of 1929 is som ewhat less than it w as a year ago, and bank loans have increased in the
am ount of $150,000. For the same reason the ratio of curren t assets to current liabilities is less than it was a
year ago. These changes are clearly set forth in au ditors’ Statement o f Conditions embodied in this report. No
large expenditures are planned for 1930 and with reasonably good business conditions this situation w ill
steadily im prove.
G ratifying progress has been made in the final disposition of most of the serious and perplexing problem s
w hich confronted the new management upon its institution in January, 1928. The suit filed by the Baskahegan
Company has been settled out o f court by agreem ent and contract with them cancelled without any further
cash payments being made. This settlement, however, necessitated heavy charge-offs o f items carried as
assets on the Com pany’s books and these, together w ith other lesser items, Preferred Stock dividends, re
organization expenses and other unusual and non-recu rrin g charges resulted in only about 30% of the next
incom e being carried to surplus.
Settlement o f Federal taxes on prior years has n ot yet been definitely agreed upon, but it is reasonably
certain that such w ill materialize during 1930, and that the present reserve carried on the books w ill be more
than sufficient to cover the amount o f final adjustment.
After a careful study on the part of your officers and directors, this Company on January 1, 1930, acquired
through m erger with the Orono Pulp & Paper Com pany the timberlands, mills and other assets o f the latter
com pany and assumed all its outstanding liabilities. This merger involved the issue o f 19,840 shares of Common
Stock o f the Eastern M anufacturing Company, which was distributed pro rata am ong the stockholders o f the
Orono Company. This new property consists principally of 112,000 acres o f Maine timberland, a pulp m ill and
a paper m ill located at Orono, Maine, on the P enobscot River about eight m iles above Bangor, and an hydro
electric station which developes electric power for the mills. The m erger w ill considerably im prove the asset
position of the Eastern, and was possible only because o f the apparent inability of the Orono to show profits
operating as an independent unit under present com petitive market conditions. Its reorganization as a branch
m ill under the Eastern management is now under w ay, and it is believed that profitable operation w ill grad
ually build up as this reorganization progresses. The new m ills manufacture unbleached sulphite pulp and
high grade coarse paper specialties, which are favorably known in the market. These grades o f paper are
not com petitive with our EASTCO grades and w ill round out the E astern’s line, and increase our gross volum e
o f business by about one fourth.
The year 1928 was prim arily one of reorganization after the institution o f the new management in January
of that year. The year 1929 has witnessed the com pletion of that w ork and the accom plishm ent o f much con 
structive w ork in laying the foundation for a continuation of the profitable basis of operation upon which the
Company has ben established.
Y ours very truly,
EDW ARD M. GRAHAM,
President.
Bangor, Maine.
February 10, 1930.
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Consolidated Statement of Condition
A s at December 3 1, 1929
ASSETS
CURRENT A SSE TS:
Cash in Banks and On H an d..........................................................
Notes R eceivable (Less R e s e rv e s)...............................................
A ccou n ts Receivable— Trade (Less R e s e rv e s ).........................
Due from M adawaska Company— Sale o f Stum page..............
In ven tories:
Pulpw ood in Pile at M ills.............................................................................................$ 730,910.19
Raw M aterials and Supplies.......................................................................................
608,114.42
W ork in P rocess at M ills.............................................................................................
102,751.36
Finished Paper ...............................................................................................................
603,362.53

$

214,394.68
39,628.63
540,502.69
203,000.00

2,045,138.50

Pulpw ood Operations .......................................................................................................
M arketable Securities, at Cost, and A ccrued In terest...........................................

788,960.31
68,355.83

T O TA L CURRENT A S S E T S ..............................................................................

$ 3,899,980.64
71,029.66
4,557,582.57
2,278,160.49
265,794.26
52,312.56
109,214.12
6,048.00
58,137.79
123,524.97

MISCELLANEOUS INVESTMENTS AND ACCRUED IN TE REST (Less R eserves
PLANT A SSE TS (Less Reserves) ...................................................................................
TIM BERLANDS (Less Depletion R e s e r v e )..................................................................
PRE PAID STUMPAGE— Passam aquoddy Com pany....................................................
TREASU RY STOCK .............................................................................................................
OTHER A SSE TS ....................................................................................................................
DEPOSITS FO R PURCHASE OF FRACTIONAL COMMON STO C K .....................
D EFERRED CHARGES TO O PERA TIO N S..................................................................
UNAMORTIZED DISCOUNT— F IR S T MORTGAGE BONDS...................................
TO TAL ASSETS .....................................................................................................

$11,421,785.06

L IA B IL IT IE S A N D C A P IT A L
CURRENT L IA B IL IT IE S :
Loans Payable— Banks .....................................................................................................
Trade A cceptan ces P ay ab le......................................................................................................................
Accounts Payable— Trade ........................................................................................................................
Due to O fficers and E m ployees.......................................................................................
Accrued Expenses ..............................................................................................................
Dominion G overnm ent o f Canada— Incom e Tax 1929..............................................
Reserve fo r Federal T a x e s........................................................................................................................
Dividend Payable January 1, 1930 on Preferred S to ck .........................................
TO TA L CURRENT L IA B IL IT IE S
MORTGAGE NOTES PAY AB LE .......................................................................................
FIR S T MORTGAGE SINKING FUND 7% GOLD BONDS................................... $2,700,000.00
LESS: Sinking Fund— Cancelled B on d s..........................................................................
439,600.00

$

950,000.00
171,520.00
326,969.04
66,392.21
61,768.59
1,965.63
450,000.00
30,737.00
$2,059,352.47
58,902.00
2,260,400.00

CA PITAL STOCK:
Common .................................................................................................................................. $3,148,104.96
Preferred— $3.50 Cumulative ......................................................................................... 1,755.650.00
Preferred 6% Non-Cumulative (L iberty Paper C om p a n y)................................
9,500.00
TO TA L C A PITA L STOCK

4,913,254.96

SURPLUS .............................................

2,129,875.63

TO TA L L IA B IL IT IE S AND CA PITAL

11,421,785.06

CONTINGENCIES— DECEMBER 31, 1929
(A ) L iberty Paper Company Dividends Guaranteed— $570.00 per Annum— Paid to July 1, 1929.
(B ) Passam aquoddy Pulpw ood Stumpage Perm it calls for the purchase o f specified stum page at a
fixed price annually to 1935.
C E R TIFIC A TE :
W e have examined the books o f account and records o f the Eastern M anufacturing Company and its sub
sidiaries, and prepared therefrom the foregoin g statement, w hich, in our opinion, correctly reflects the condi
tion o f the Company as at Decem ber 31, 1929.
M ILLER, FRANK LIN AND COMPANY, INC.
February 12, 1930.

